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Answers 

Development profile: Country O 
Peter Smith 

Did you work out the identity of Country O in this issue’s Development profile (back cover)? 
This resource provides answers to the questions that were posed there, together with some 
commentary. 

The data presented in the Development profile show a country with a very large population (252 
million) and an average income level (measured in terms of GNI per capita) that falls in the World 
Bank’s lower-middle-income category. Indeed, Country O is the fourth-largest country in the world, 
with the population spread across 18,000 islands. 

This may be sufficient information for you to identify the country, but there are some further hints. For 
example, the profile reveals that the region in which the country is located went through a period of 
financial crisis in the late 1990s (suggesting southeast Asia). Furthermore, Country O has rich natural 
resources, including crude oil. 

So, we have the world’s fourth largest country, located in southeast Asia and an oil producer. It could 
only be Indonesia. 

The importance of political stability 
The profile indicates that the country has enjoyed relative political stability in recent years. This is 
important for economic growth and human development for a number of reasons. For example, think 
about the incentives that face government. If the government faces an uncertain future, knowing that it 
could be overthrown at any time, what incentive does it have to devote resources to projects that will 
only bear fruit in the long term? In such a situation, a government may adopt short-term policies to try 
to gain popularity, or may accept that power will be short-lived and focus on lining its pockets while it 
can. On the other hand, a government facing a stable future is more able to take a long-run view, and 
introduce measures that will have long-lasting benefits for the country. 

Political stability also makes it more possible to attract foreign firms to bring investment into the 
country. It also means that the government can negotiate with those foreign firms from a stronger 
position, so that the investment truly benefits the country. Indonesia has a relatively good track record 
in this area. 

Poverty alleviation 
The challenges of poverty alleviation in such a large country are substantial, especially when the 
population is spread over such a large number of islands. This presents enormous logistical problems 
in seeking to coordinate efforts. It becomes important for the central government to be seen to be 
equitable in its distribution of resources, given diversity not only in location, but also in culture and 
religion. It is inevitable that decisions need to be delegated to regional authorities so that policies can 
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be appropriately tailored for and responsive to local conditions — but devolution creates problems of 
its own. You only have to think of the issues that have arisen in the UK in relation to Northern Ireland, 
Scotland, Wales (or even Cornwall) to see how great this challenge is likely to be for a nation like 
Indonesia.  
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